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FORWARD

Donald L. Pressley, Assistant Administrator
Bureau for Europe and Eurasia (E&E), USAID

USAID's Bureau for Europe and Eurasia (E&E) is pleased to present this 2000 NGO
Sustainability Index. The Index is USAID's premiere instrument for measuring the
strength and overall viability of NGO sectors in the transition countries of Central/Eastern
Europe and Eurasia. This 2000 Index is the fourth in the Office of Democracy and Gov-
ernance's series of annual reports.

This edition of the Index is truly an international team effort. Its scores are based upon
consensus observations made in expert discussion groups in every country in the re-
gion. In those countries where USAID has active programs, the discussion groups in-
clude USAID Mission staff and partner assistance implementers, international donor or-
ganizations, and local NGOs and NGO support centers. Beginning with this issue, for the
first time, we have formed a series of partnerships with local NGOs in each of the coun-
tries that have graduated from traditional USAID assistance, enabling the Index to con-
tinue to follow their progress, and allowing our readers to use them as a basis for com-
parison and a source of ideas.

While the Index was primarily developed to meet USAID field Missions' need for qualita-
tive indicators in the area of NGO development, it is also relevant to other donors, local
intermediary support organizations, and indigenous NGOs as well.

The seven dimensions of sustainability examined in the Index provide a description of
what a sustainable NGO sector should look like, as well as a tool for gauging the
strength and overall viability of NGO sectors in the region. The Index assists in the iden-
tification of progress, constraints and trends, as well as needs and opportunities in sec-
toral development.

We hope that our readers will find the information in the Index highly useful, and that it
will help to facilitate cross-fertilization among programs in the design of on-going assis-
tance strategies.
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THE 2000 NGO SUSTAINABILITY INDEX
INTRODUCTION AND TRENDS ANALYSIS

INTRODUCTION

This Index began in 1997 as a study of five di-

mensions of NGO sustainability in 17 countries. NGO Index Dimensions of
With the assistance of USAID's Advisory Sustainability

Committee on Voluntary Foreign Assistance
(ACVFA) and with input from USAID Missions,
the methodology has been improved so that
the study is both more rigorous and more com-
prehensive. This 2000 NGO Sustainability In- Advocac
dex measures seven dimensions in twenty- * cacy
seven countries in the region plus Kosovo. For - Service Provision
the first time this year, the Index also includes . Infragtructure

the countries of the Northern Tier that have re- - Public Image
cently graduated from traditional USAID assis-
tance, and Belarus and Moldova.

. Legal Environment
. Organizational Capacity
. Financial Viability

In order to improve the usability of the Index, beginning with this edition, we have
provided a new statistical section in each country report. This section includes the capital
and population of each country, along with a set of basic economic indicators, to give the
reader a sense of the economic and demographic context in which NGOs in each
country operate and seek to sustain themselves. All economic statistics quoted are for
1999, unless otherwise noted. For the sake of consistency, all economic and population
statistics used are quoted from Freedom House's "Nations in Transit 1999-2000".

OVERALL FINDINGS

In the year since the last edition was published, dramatic events have taken place in the
Balkan region that highlight the critical part played by civil society in the transition to de-
mocracy in former Eastern Bloc countries.

As the 1999 edition of this Index was going to press last year, indigenous NGOs were
sharing lessons learned across borders and exploring new and expanded roles in the
political process, playing a crucial part in the democratic process by monitoring, and pro-
viding civic education and voter mobilization programs in significant elections in Croatia
and Ukraine.

As the 2000 edition of this Index comes together, a remarkable presidential election has
just taken place in the Federal Republic of Yugoslavia, an election in which the
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Serb people, armed primarily with the tools of civil society, brushed aside an authoritar-
ian dictator. Despite difficult conditions, due to the repressive tactics of the regime, the
Serbian people took an extraordinary step toward democracy and re-joining Europe and
the world community.

These stunning achievements
represent new opportunities and
| [ [

new openings for NGOs and civil
Northern Tier ﬁ? =197 || society in general. They are not,
| however, in and of themselves,

| mi98 || gvidence of the consolidation of
Souther Tier democratic transitional progress,
l oo || and underscore the need for in-
| ternational donors to continue to
Eurasia as0 || SUPpPOrt the on going develop-
ment of civil society in the coun-
70 o0 50 0 20 20 1o tries of CEE and Eurasia.

NGO Sustainability by Region

Positive Regional Trends:

NGOs are expanding their role in democratic society throughout the region. Information
collected in the 2000 NGO Index shows that the sector is maturing, and strong cross-
border networks of indigenous NGOs, international NGOs and donors have developed.

For example, though there is still
need for improvement in many of the Legal Environment by Region
region's legislative structures, there
are now sound legal and regulatory |notenTer
frameworks in place in a number of
countries through-out the region, not

| |
just in the Northern Tier. In Macedo- wmﬁadj
nia, the Law on Citizen Associations |

m1997

|

m 1998

and Foundations that was passed by
the Parliament in 1998 has become
a model that has been used in a Eurasia
number of countries. During 2000,
implementation problems that had 70 60 50 40 30 20 10
occurred during the year following
enactment of the law were dealt with in a manner generally thought to be satisfactory to
the NGO community. Further, new NGO legislative frameworks that embody a substan-
tial number of international best practices have been put in place within the past year in
Azerbaijan, Bulgaria, Kosovo, Kyrgystan, Romania, and Tajikistan.

02000

New draft NGO laws are currently under review and discussion, with the full participation
of local NGOs, in legislative bodies in Albania, Bosnia and Croatia. In Russia, new pro-
NGO legislation is being advanced on the local and regional levels by NGO sector ac-
tivists, including legislation on government contracts and procurement. In Serbia, the
newly elected government of Vojislav Kostunica has stated that a new NGO law will be
one of his government's priorities.
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Advocacy by Region In both the Southern Tier of

, ‘ ‘ ‘ ‘ Europe and in Eurasia there is
ﬁﬁ .« || nNew excitement in much of the

Northern Tier NGO sector. NGOs are making
substantial progress in estab-
lishing good working relation-
Southem Tier ships with local governments
| | 01999 and State Ministries, playing an
active role in policy development
Eurasia 02000 and public debate, and forming

partnerships to deliver commu-
70 6.0 5.0 40 30 20 1.0 nity services. In Albania, NGOs

‘ ‘ m 1998

have been invited by local
authorities to participate in the
drafting of regional economic strategies. In Tajikistan, the government has approached a
group of NGOs to draft the Republic's gender equality strategy. In Azerbaijan, the NGO
community was involved in reviewing and commenting on draft NGO legislation eventu-
ally signed by the President in September 2000, that provides NGOs with recognition
from the government and a legal basis to conduct their work. In the Federal Republic of
Yugoslavia, the new government has accepted the economic platform of an NGO, G17
Plus, "as a well-conceived plan for getting out of the [economic] crisis.""

NGO infrastructures are also

beginning to mature Well- Organizational Capacity by Region
1 \ \

trained cadres of indigenous

trainers are in place throughout | wortem Ter —_‘—\ |
the region, particularly in | | | ‘
Northern Tier countries, but
also in Azerbaijan, Boshia, | soutenTer
Russia, Tajikistan, Ukraine and —’—‘ 01999
others. NGO Resource Cen- -
ters are well established in the Eurasia 02000
Northern Tier, despite their ‘ I ‘ ‘
continued financial depend- 70 60 50 40 30 20 10
ence on international donors.
Throughout the region, NGO
resource centers are making major contributions to the development of the sector and
reaching beyond the capital cities in Albania, Azerbaijan, Kyrgyzstan, Moldova, Turk-
menistan, Ukraine and in a number of regions throughout the Russian Federation.

m 1998

Strong NGO coalitions have emerged out of NGO election monitoring, civic education
and voter mobilization campaigns in Slovakia in 1998, Croatia and, Ukraine in 1999 and
Serbia in 2000. In Ukraine, the Freedom of Choice Coalition has been able to sustain
itself following the November 1999 presidential election and seeks new avenues to ex-
press its civic concerns, including a focus on NGO-led anti-corruption campaigns. In
Georgia, effective NGO coalitions are providing services to children and youth, the dis

! Vojislav Kostunica, in a telephone interview with Belgrade NGO Resource Center "Civic Initiatives",
published in "Exit 2000", a voter information supplement to four Saturday editions of the independent daily
newspaper "Danas".

Page 3
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abled and IDPs. Strong regional cross-sectoral coalitions have emerged in Georgia's
Zugdidi and Samegrelo regions.

Financial Viability by Region Cross-border NGO networks
l and partnerships are emerging.

Norther Tier —;‘ a e Many of the core NGOs from

I Slovakia's very successful OK

1998 '98 civic education and voter

mobilization campaign have

Southem Tier . .
shared their experiences and
01999 .

helped NGO coalitions in

Croatia, Ukraine and Serbia
Eumsia;—‘ oom| | apply the lessons learned to
their unique situations and cir-

70 60 50 40 30 20 10 cumstances. The Orpheus Civil
Society Network, established
by the European Foundation
Center, has grown to connect 27 NGO information and support centers throughout Cen-
tral and Eastern Europe and Eurasia, sharing information about private foundation and
corporate funding, training and educational programs, advocating for the sector, and
building partnerships throughout the sector.

Constraints to Progress: Public Image by Region

Despite impressive progress,
serious threats to NGO | MNotemTer
sustainability remain, even in

]
the Northern Tier countries |
that have graduated from tra- | sosemir —
]

m1997

m 1998

ditional USAID support. NGO
organizational capacity is still
limited, particularly in the
Southern Tier and Eurasia.

Eurasia 02000

NGOs across the region lack ‘ ‘
crucial elements of organiza- 70 60 50 40 30 20 10
tional capacity such as stra-
tegic planning skills and an understanding of the appropriate role of boards of directors.

In the Southern Tier, despite large amounts of international donor money being spent in
the Stability Pact countries, much of that investment is not being used in ways that
sufficiently empower indigenous NGOs to build their constituencies and respond to the
needs and priorities of their communities. In Bosnia, the lack of donor funds to address
local priorities has contributed significantly to what many observers describe as an
“‘ownership gap" where NGOs receiving donor grants often suffer from a weaker sense
of mission and commitment than those who formed independently in response to com-
munity needs.

In the Southern Tier and Eurasia, NGO financial sustain-ability remains in the distant

future. Even in the Northern Tier, financial viability remains a serious problem for most
NGOs. Only a few economies approach GDP levels of 1989, and societal traditions of
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philanthropy and voluntarism have not yet begun to take root. Sectoral infrastructure,
regional cooperation and indigenous philanthropy still need substantial support, devel-
opment and investment from international donors. The Orpheus Civil Society Network,
for example, reports that its member NGO support centers remain deeply reliant on in-
ternational donor funds, despite the intentions of most international donors to phase out
grantmaking in many countries in the region. On average, only 10 to 20% of support
center financial resources come from local government or corporate support, or from the
Centers' own income-generating activities.?

REGIONAL TRENDS

The Northern Tier:

The gap in overall sustain-ability
NGO Sustainability - Northern Tier between the Northern Tier, and
CZECH REPUBLIC | | the Southern Tier and Eurasia
] ] 1997 remains. NGOs in the Northern
‘ ‘ Tier retain substantial advan-
tages in each of the seven di-

ESTONIA

1 [ [
HUNGARY [ m 1998

1 I I : mensions of sustainability, rela-

LATVIA 1!_‘—‘_4 ] tive to their counterparts else-
LITHUANA [y 01999 where in the region. In Slovakia,
1 i i ] for example, during the past

POLAND !*f 000 year the National Council of the
SLovAK E—— Slovak Republic passed

amendments to the income tax
laws that will permit individuals
to donate 1% of their income tax
payment to support public interest organizations. The amended laws also exempt NGOs
from income tax on activities connected to the organization's purpose. Further, a coali-
tion of 120 NGOs formed the Civic Initiative for a Competent Act on Information Access,
working closely with Members of Parliament to prepare and pass a broad Freedom of
Information Act in Slovakia. In Poland, public advocacy activities of NGOs are increas-
ing. Coalitions and umbrella groups are working on issues related to childrens' rights,
rights of the disabled, reproductive rights, human rights and environmental protection.

7.0 6.0 5.0 4.0 3.0 20 1.0

Cross border activities that share experience and expertise are growing in importance
for NGOs in the Northern Tier. These activities not only transfer ideas and practices, but
have been successful in facilitating the development of creative indigenous ideas and
practices.

Polish NGO trainers are providing services to DemNet/Croatia, and mentoring partner
NGOs under the Polish-America-Ukraine Cooperation Initiative (PAUCI). Slovak NGOs,
particularly those that were active in OK '98, the civic education, election monitoring and

2 Ten Years of Civil Society Support in Central and Eastern Europe: Challenges for Building Support In-
frastructure in the Region, Orpheus Civil Society Network, European Foundation Centre, Orpheus Civil
Society Project. November 2000. Page9.
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voter mobilization coalition, shared their experience and skills with civic action NGO coa-
litions in Ukraine, Croatia and Serbia.

A degree of frustration, however, is becoming very apparent in the attitudes and percep-
tions of Northern Tier NGOs. This was particularly evident in the initial results of the ex-
pert groups empanelled in Poland, Hungary and the Czech Republic, Slovakia and the
Baltics, as NGO activists compare themselves more and more with their counterparts in
the European Union, rather than with those in the other transitional countries of the re-
gion. Where possible, we have tried to take this into account in arriving at final scores for
each of these countries.

Nevertheless, the most intractable obstacles to sustainability continue to plague the
sector. In the Czech Republic, there is a chronic lack of finances and Government sup-
port has been decreasing over the past few years. Further, the government's proposal
for a new Law on Civic Associations, which was supposed to replace the Law on Asso-
ciating of Citizens, was rejected by the Czech Parliament in May 2000. In Estonia, the
general public is still largely indifferent to the activities of NGOs and media coverage is
largely passive. In Latvia, NGOs still find it impossible to work together in coalitions and
umbrella groups, because they believe that they are competing against each other for
limited resources, and are therefore often uninterested in co-operating for the common
good.

Page 6
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The Southern Tier:

Clearly, it is civil society in the

NGO Sustainability - Southern Tier Southern Tier region that has
ALBANIA . had the most challenging year,
SosnA ; s | | following the dramatic political
. , changes in the Balkans. NGO
BULGARIA T ayr .o .
] ' o 1008 coalitions and other civil soci-
CROATIA | ‘ = ety organizations were crucial
KOSOVO | ' to the dramatic political
MACEDONIA ' 01999 changes that took place, and
MONTENEGRO 2‘ will remain essential to con-
ROMANIA | = o solidation of _democratlc prog-
E ress as monitors and watch-

SERBIA .
‘ ‘ : dogs of government policy and
7o 8050 4030 200 10 actions, and as providers of

community services, in the ab-
sence of government resources. One of the most important challenges ahead for NGOs
in formally authoritarian countries will be the need to learn how to work "with" rather than
"against”" the government, while continuing to monitor and challenge their new govern-
ments.

Throughout the Southern Tier, NGOs are increasing their advocacy capacity, forming
coalitions and umbrella organizations, and improving their contacts with other NGOs
throughout the E&E region.

New NGO laws are in place in Bulgaria and Romania. The Bulgarian law, for example,
introduces the concepts of public benefit organizations (PBOs) and mutual benefit or-
ganizations (MBOs) for the first time in the region. The law specifies catagories of public
benefit activities, and provides State benefits exclusively to PBOs.

Nevertheless, serious constraints still hamper NGO sustainability. The financial viability
of the sector is very poor, strategic planning and constituency development skills are
weak, board development is virtually unheard of, and many societies are still plagued by
ethnic rivalries, exceedingly weak economies and the aftermath of war.

Traditions of philanthropy and voluntarism are rare throughout the subregion. Govern-
ment agencies, while generally becoming less hostile to NGOs, still tend to have little
understanding of the merits of third sector activities. Most NGOs do not have a media
strategy, and relations with the media are haphazard and ad hoc at best. In general, the
public is not well informed about NGO activities.

Page 7
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Eurasia:

Interestingly, while NGOs in the
NGO Sustainabilty - Eurasia Northern Tier show increasing
ey signs of frustration, the NGO ex-
nzerRBAUAN Ry Sreer perts that participated in the initial
BELARUS ey stages of scoring the Index in
sonen - several Eurasian countries exhib-
. ited a great deal of unbridled en-

KYRGYZ REPUBLIC . . .
oo thusiasm over the first signs of
o [— , G000 improvement in the legal envi-
. ronments, infrastructures, and
TURKMENETAN? public image of NGOs in their
UKRAINE . F12000 countries. In Tajikistan, the gov-
UzBEKISTAN [E——— ernment has slowly begun to im-
70 e0  s0o 40 30 20 10 plement a generally progressive
NGO law passed in 1998, and the

Ministry of Justice has begun to
actively solicit NGO participation in the development of further NGO legislation. In Turk-
menistan, small improvements in the number and availability of NGO Resource Centers,
and the first joint NGO-Government activities in the areas of environmental curriculum
reform and AIDS, have generated a good deal of excitement and enthusiasm for the ini-
tial signs of sectoral development.

Unfortunately, elsewhere in the region many governments remain hostile and suspicious
of NGOs. In Belarus, the government required that all NGOs be re-registered in a cam-
paign aimed largely at creating obstacles for sectoral development. In Kazakhstan, tax-
police harassment of NGOs with international partners increased in 2000. Further, pro-
posed changes to the Kazakhstani tax code could result in government interference and
control over NGO programs by requiring international grants to be channeled through
the Ministry of Press and Social Harmony in order to receive tax privileges. The pro-
posed changes also roll back existing tax exemptions on NGO revenue generating ac-
tivities. In Turkmenistan, the existing NGO law is not implemented at all, and govern-
ment continues to harass NGOs that express criticism of national or local government. In
Russia, government interference with the re-registration of politically controversial NGOs
has increased.

NGOs remain heavily dependent upon international donor funds and new NGOs and
NGO coalitions most often emerge around issues of importance to international donors,
rather than issues of importance to local communities. There are some hopeful signs
however. In Russia, NGO sector experts continue to find that Russian regional and local
government agencies are the most likely sources of financial support. At least 40% of
Russia's NGOs receive some form of government assistance. During 2000, legislation
on government grants to NGOs for the provision of social services was passed in the
cities of Stavropol, Novosibirsk, Kemerovo and Krasnoyarsk.

CONCLUSIONS
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The 2000 NGO Sustainability Index continues to document profound changes that are
taking place throughout Central and Eastern Europe and Eurasia. It is clear, however,
that continued international donor support and capacity-building programs remain es-
sential for indigenous NGO sectors in the Southern Tier and Eurasia. Even in the more
sophisticated civil societies of the Northern Tier, partnerships and networks with western
NGOs, and continued availability of international donor grants remain important to sup-
port financial sustainability.

A number of the key elements of civil society are coming into place. There is clear evi-
dence of maturing legal and regulatory environments throughout the Europe and Eurasia
region. Though still somewhat weak, steady progress is being made in the areas of pub-
lic image and advocacy. With the support of international donors, there is a growing
corps of NGO professionals and a substantial indigenous training capacity. And NGOs,
particularly in the Southern Tier, are showing an impressive capacity to form coalitions
and participate in nonpartisan political activities that support the strengthening of demo-
cratic roots.

Significant challenges remain. The most important of these are financial viability and
continued improvement in credibility, public image and constituency building. In general,
the new middle class is still too weak and unfamiliar with the role and capacity of NGOs
to involve itself in charitable activities. Local economies are too weak to support robust
civil society sectors without outside donor assistance.

NGOs will need more than money, training and technical assistance to establish healthy
and strong community roots that can sustain them. Donor assistance needs to go be-
yond technical skills and financial assistance, and encourage NGOs to focus on their
missions and their customers, public accountability and transparency.

Where government is highly hostile and suspicious of NGOs, major efforts may be
needed to affect attitudes, practices and behaviors of the citizenry. In other cases, where
citizens question the value of voluntarism or NGOs are perceived as little more than a
means of avoiding taxes, NGOs and their international partners may need to focus on
building credibility based upon NGO expertise and quality of services.

- Mark Levinson, Editor
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METHODOLOGY

The 2000 NGO Sustainability Index
For Central and Eastern Europe and Eurasia

How is it measured?

Seven different dimensions of the NGO sector are analyzed in the Index: legal
environment, organizational capacity, financial viability, advocacy, service provision,
NGO infrastructure and public image. Individually, these dimensions can provide USAID
Missions and partners, indigenous umbrella groups and intermediary support organizations,
and other international donors with a reasonable measure of impact over time, and a basis
for identifying both needs and opportunities in a strategic planning process.

In the Index, each of these seven dimensions is examined, with a focus on the following

questions:

What has been accomplished?
What remains a problem?

PO~

lenges?

Do local actors recognize the nature of outstanding challenges?
Do the local actors have a strategy and the capacity to address these chal-

A brief explanation of the criteria used to evaluate each aspect of sustainability follows:

Legal Environment

For an NGO sector to be sustainable, the
legal and regulatory environment should
support the needs of NGOs. It should
facilitate new entrants, help prevent
governmental interference, and give
NGOs the necessary legal basis to
engage in appropriate  fund-raising
activities and legitimate income-producing
ventures. The legal environment
dimension of the Index analyzes the legal
status of non-governmental
organizations. Factors shaping the legal
environment include the ease of
registration; legal rights and conditions
regulating NGOs; and the degree to
which laws and regulations regarding
taxation, procurement, access to
information and other issues benefit or
deter NGOs' effectiveness and viability.
The extent to which government officials,
NGO representa-tives, and private
lawyers have the legal knowledge and

Page 10

experience to work within and improve
the legal and regulatory environment for
NGOs is also examined.

Questions asked include: Is there a
favorable law on NGO registration? Does
clear legal terminology  preclude
unwanted State control over NGOs? Are
NGOs and their representatives allowed
to operate freely within the law? Are they
free from harassment by the central
government, local governments, and tax
police? Can they freely address matters
of public debate and express criticism?
Do NGOs receive any sort of tax
exemption? Do individual or corporate
donors receive tax deductions? Do
NGOs have to pay taxes on grants? Are
NGOs allowed legally to compete for
government contracts/procurements at
the local and central levels



OrganizationalCapacity

2000 NGO Sustainability Index

A sustainable NGO sector will contain a
critical mass of NGOs that are
transparently governed and publicly
accountable, capably managed, and that
exhibit essential organizational skills. The
organizational capacity dimension of the
Index addresses the operation of NGOs.

Questions evaluated include: Do NGOs
actively seek to build constituencies for
their initiatives? Do NGOs have a clearly

Financial Viability

defined Mission? Does the sector have a
core of professionals who are
experienced practitioners and trainers of
NGO management? Does a core group
of mature NGOs exist in a variety of
sectors and geographic areas with well-
developed missions, structures and
capacity, including a recognized division
between the Board of Directors and staff
members? Do NGOs actively seek to
build constituencies for their initiatives?

A critical mass of NGOs must be
financially viable, and the economy must
be robust enough to support NGO self-
financing efforts and generate
philanthropic  donations from local
sources. For many NGOs, financial
viability may be equally dependent upon
the availability of and their ability to
compete for international donor support
funds.

Factors influencing the financial viability
of NGOs include the state of the
economy, the extent to  which
philanthropy and volunteerism are being
nurtured in the local culture, as well as
the extent to which government
procurement and commercial revenue
raising opportunities are being developed.

Advocacy

The sophistication and prevalence of
fundraising and strong financial
management skills are also considered,
although this overlaps with organizational
capacity, described above.

Questions asked under this dimension
include: Do NGOs raise a significant
percentage of their funding from local
sources? Are NGOs able to draw upon a
core of volunteer and non-monetary
support from their communities? Do
NGOs have sound financial management
systems? Do NGOs engage in
membership outreach and constituency
development programs? Do revenues
from services, products, or rent from
assets supplement the income of NGOs?

The political and advocacy environment
must support the formation of coalitions
and networks, and offer NGOs the means
to communicate their message through
the media to the broader public, articulate
their demands to government officials,
and monitor government actions to
ensure accountability. The advocacy
dimen-sion looks at NGOs' record in
influencing public policy. The preva-lence
of advocacy in different sectors, at
different levels of government, as well as

with the private sector is analyzed. The
extent to which coalitions of NGOs have
been formed around issues is
considered, as well as whether NGOs
monitor party platforms and government
performance. This dimension does not
measure the level of NGOs engagement
with political parties.

Questions include: Are there direct lines

of communication between NGOs and
policy makers? Are NGOs able to
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influence public policy? Have NGOs
formed issue-based coalitions and
conducted broad-based advocacy

Service Provision

campaigns? Are there mechanisms and
relationships for NGOs to participate in
the political process?

Sectoral sustainability will require a
critical mass of NGOs that can efficiently
provide services that consistently meet
the needs, priorities and expectations of
their constituents.

The index reviews questions such as: Do
the goods and services that NGOs
produce reflect the needs and priorities of
local donors and the community, as well
as foreign donor grants and the

Sectoral Infrastructure

government? Do NGOs have knowledge
of the market demand? Do they have
knowledge of the ability of the consumers
of their services to pay for their products
and services? Does the government, at
the national and/or local level, recognize
the value that NGOs can add in the
provision of basic social services? Do
they provide grants or contracts to NGOs
to enable them to provide such services?

A strong sectoral infrastructure is
necessary that can provide NGOs with
broad access to Intermediary Support
Organizations (ISOs) that provide local
NGO support services. ISOs providing
these services must be able to inform,
train, and advise other NGOs; and
provide access to NGO networks and
coalitions that share information and
pursue issues of common interest.

Questions include: Is there an indigenous
infrastructure, including ISOs that
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supports NGOs? Do local community
foundations or ISOs provide grants from
either locally raised funds or by re-
granting international donor funds? Do
ISOs have an available body of
information and curricula on the not-for-
profit sector? Do NGOs share information
with each other? Is there a network in
place that facilitates such information
sharing? Is there an organization or
committee through which the sector
promotes its interests?



Public Image

2000 NGO Sustainability Index

For the sector to be sustainable,
government and communities should
appreciation of the role that NGOs play in
society. Public awareness and credibility
directly affect NGOs' ability to recruit
members and volunteers, and encourage
indigenous donors. The Index looks at
the extent and nature of the media's
coverage of NGOs, the awareness and
willingness of government officials to
engage NGOs, as well as the general
public's knowledge and perception of the
sector as a whole.

have a positive public image of NGOs,
including a broad understanding and
Typical questions in this section include:
Do NGOs enjoy positive media
coverage? Does the media provide
positive analysis of the role that NGOs
play in civil society? Does the general
public have a positive image of NGOs?
What about the business sector and
government? Have NGOs adopted a
code of ethics or tried to demonstrate
transparency in their operations?
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Ratings: What they mean in general terms

The NGO Sustainability Index uses a seven-point scale, to facilitate comparisons to the Freedom
House indices, with 7 indicating a low or poor level of development and 1 indicating a very ad-
vanced NGO sector. The following section elaborates on the characteristics of each level of de-
velopment:

7

Erosion or no change since the Soviet era. A war, with its human and material costs, depleted
economy, highly divided society or totalitarian regime and the like, has set the development of
the sector back.

Little progress since Soviet era, one problem or constraint has replaced another. Facilitating
the development of local capacity is severely limited by a hostile authoritarian regime, state-
controlled media; brain drain; and/or a small or highly fractured community of activists with
very little capacity or experience in organizing and initiating activities, running organizations,
and/or little interest in doing so.

Programmatic success in developing the local capacity or facilitating progress in the aspect in
question is hampered by a contracting economy; an authoritarian leader; highly centralized
governance structure; a controlled or reactionary media; or a low level of capacity, will, or in-
terest on the part of the NGO community. The absorptive capacity of the NGO sector is lim-
ited -- perhaps limited geographically to the capital city, or sectorally to two or three areas of
activity or policy issues.

Progress in the aspect in question is hampered by the factors cited above, but to a lesser
degree: perhaps by a stagnant rather than a contracting economy, a passive rather than hos-
tile government, a disinterested rather than controlled or reactionary media, or a community
of good-willed but inexperienced activists. While NGOs in the capital city or in three or four
sectors are progressing, others lag far behind.

Foreign assistance is able to accelerate or facilitate reform because the environment is gen-
erally enabling and/or local progress and commitment to developing the aspect in question is
strong. An enabling environment includes a government open to reform (legal), a growing
economy (financial), some decentralization of governing structures (advocacy), or an inde-
pendent media (image). NGOs in regional centers and in four or five sectors are beginning to
mature.

The environment is enabling and the local NGO community demonstrates a commitment to
pursuing needed reforms and to developing its professionalism. Foreign assistance contin-
ues to accelerate or facilitate these developments. Model NGOs can be found in most larger
cities, in most regions of a country, and in a variety of sectors and issues.

While the needed reforms and/or the NGO sector's development is not complete, the local
NGO community recognizes which reforms or developments are still needed, and has a plan
and the ability to pursue them itself. Model NGOs can be found in cities and towns, in all re-
gions of a country, in numerous different sectors.
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The 2000 NGO SUSTAINABILITY INDEX

COUNTRY LEGAL ORG FINANCIAL | ADVOCACY | SERVICE INFRA- PUBLIC OVERALL
ENVIRON | CAPACITY | VIABILITY PROVISION [STRUCTURE| IMAGE SCORE
NORTHERN TIER
Czech Republic 2.0 3.0 2.0 2.0 2.0 3.0 3.0 2.4
Estonia 2.0 25 2.8 2.0 25 25 25 2.4
Hungary 1.0 3.0 3.0 3.0 2.0 2.0 2.0 2.3
Latvia 3.0 2.6 35 3.0 25 3.0 2.0 2.8
Lithuania 4.0 25 4.0 2.0 35 3.0 3.0 3.1
Poland 2.0 2.0 25 2.0 2.0 2.0 2.0 2.1
Slovakia 2.5 1.5 3.0 1.5 2.0 1.5 1.5 1.9
Regional Average 2.4 2.4 3.0 2.2 2.4 2.4 2.3 2.4
SOUTHERN TIER
Albania 4.0 5.0 5.0 4.0 5.0 5.0 45 4.6
Bosnia 45 45 6.0 45 45 5.0 5.0 49
Bulgaria 3.5 4.5 5.2 3.0 3.0 3.0 4.0 3.7
Croatia 4.0 4.8 6.6 2.5 4.4 4.0 4.0 4.3
Kosovo 3.0 4.5 6.0 4.5 5.0 5.0 4.0 4.6
Macedonia 3.0 4.0 5.0 4.5 55 5.0 5.0 4.6
Montenegro 3.5 5.0 55 3.5 4.5 5.0 5.0 4.6
Romania 3.0 5.0 55 3.5 4.0 4.0 3.5 4.1
Serbia 5.0 5.0 6.0 4.0 4.0 4.0 4.0 4.6
Regional Average 3.7 4.7 5.6 3.8 4.4 4.4 4.3 4.4
EURASIA
Armenia 4.0 5.0 6.0 5.0 4.0 6.0 5.0 5.0
Azerbaijan 5.0 5.2 6.0 55 4.5 4.5 4.5 5.0
Belarus 7.0 5.0 6.0 6.0 5.0 5.0 6.0 5.7
Georgia 3.0 4.0 6.0 2.0 5.0 4.0 5.0 4.1
Kazakhstan 45 5.0 5.5 45 4.7 45 45 4.7
Kyrgyz Republic 4.3 4.0 55 3.5 4.5 4.0 4.5 4.3
Moldova 3.0 4.5 55 5.0 5.0 4.0 5.0 4.6
Russia 4.0 4.0 5.0 45 45 35 45 43
Tajikistan 5.0 5.5 6.0 5.5 5.5 5.0 5.0 5.4
Turkmenistan 6.5 5.8 6.0 6.3 5.3 5.7 6.2 6.0
Ukraine 5.0 4.0 5.0 4.0 4.0 4.0 5.0 4.4
Uzbekistan 5.4 5.3 5.5 5.2 4.5 5.0 4.8 5.1
Regional Average 4.7 4.8 5.7 4.8 4.7 4.6 5.0 4.9
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Ratings: A Closer Look

The following sections go into greater depth about the characteristics in each of the
seven dimensions of the sector's development. These characteristics and stages are
drawn from empirical observations of the sector's development in the region, rather than
a causal theory of development.

Given the decentralized nature of NGO sectors, many contradictory developments may
be taking place simultaneously. Therefore we do not attempt to break out the character-
istics of the seven dimensions into seven distinct steps of development. Instead, these
characteristics are clustered into three basic stages: Early Transition, Mid-Transition and
Consolidation. The Early Transition stage corresponds to a score of 5 to 7 points on the
scale, the Mid-Transition stage corresponds to a score between 3 and 5 points, and the
most advanced stage, Consolidation, corresponds to a score between 1 and 3 points.

Legal Environment

Early Transition (5-7):

The absence of legal provisions, the
confusing or restrictive nature of legal
provisions (and/or their implementation)
on non-governmental organizations
(NGOs) make it difficult to register
and/or operate (i.e., regulation to the
point of harassment). Assistance pro-
grams address status laws pertaining to

Mid-Transition (3-5):

NGOs have little trouble registering and
do not suffer from state harassment.
They are permitted to engage in a broad
range of activities, although taxation
provisions, procurement procedures, etc.
may inhibit NGOs' operation and devel-
opment. Programs seek to reform or
clarify existing NGO legislation, to al-
low NGOs to engage in revenue-raising
and commercial activities, to allow na-
tional or local governments to privatize

Consolidation (1-3):
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registration, internal manage-
ment/governance, scope of permissible
activities, reporting, dissolution, and
other topics; as well as the degree of
bureaucratic and administrative impedi-
ments to NGO formation and operation;
degree of state regulation, harassment
of or violence toward NGOs.

the provision of selected government
services, to address basic tax and fiscal
issues for CSOs, etc. The local NGO
community understands the need to
coalesce and advocate for legal reforms
benefiting the NGO sector as a whole. A
core of local lawyers begins to specialize
in NGO law by providing legal services
to local NGOs, advising the NGO com-
munity on needed legal reforms, crafting
draft legislation, etc.
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The legislative and regulatory frame-
work begins to make special provisions
for the needs of NGOs or gives not-for-
profit NGOs special advantages such
as: significant tax deductions for busi-
ness or individual contributions, signifi-
cant tax exemptions on CSOs, open
competition among NGOs to provide
government-funded service, etc. Legal
reform efforts at this point are primarily a
local NGO advocacy effort to reform or

fine tune taxation laws, procurement
processes, etc. Local and comparative
expertise, as well as availability of legal
services and materials, on the NGO le-
gal framework exists.

Note: The International Center for Not-
for-Profit Law (ICNL) contributed to de-
fining these stages of development.
ICNL's web site (www.icnl.org) provides
comparative analyses of NGO laws.

Organizational Capacity

Early Transition (5-7):

NGOs are "one-man shows," completely
dependent upon the personality of one
or two major figures. They often split
apart due to personality clashes. NGOs
lack a clearly defined sense of mission.
At this stage, NGOs reflect little or no
understanding of strategic planning or
program formulation. They lack organ-
izational skills and procedures for budg-

Mid-Transition (3-5):

Individual NGOs, or a number of NGOs
in individual sectors (women, environ-
ment, social services, etc.), demonstrate
enhanced capacity to govern them-
selves and organize their work. Individ-
ual NGOs in at least the major sectors --
environment, business, social sector,
human rights/democracy -- maintain full-
time staff members and boast an orderly
division of labor between board mem-
bers and staff. Local NGO support cen-
ters are founded to inform, train, and
advise other NGOs. Activities include

Consolidation (1-3):

A few transparently governed and capa-
bly managed NGOs exist across a vari-
ety of sectors. Essential organizational
skills are demonstrated, and include

eting and tracking expenditures; and
they lack the ability to monitor, report
on, and evaluate programs. Organiza-
tions rarely have a board of directors,
by-laws, staff, or more than a handful of
active members. Programs provide ba-
sic organizational training to NGO ac-
tivists.

newsletters, libraries, consultations or
other services. NGO activists may de-
mand that training be at a more ad-
vanced level. Programs train local train-
ers and develop local language materi-
als and locally sponsored courses to
teach organizational skills. Local trainers
learn how to facilitate: strategic planning
exercises and program development,
financial management structures, ap-
propriate communication channels both
within and outside an organization, and
team building.

how to recruit, train, and manage a vol-
unteer network. A professional cadre of
local experts, consultants and trainers in
non-profit management exists. An ac

Financial Viability
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cessible network for identifying trainers
and consultants exists. NGOs recognize
the value of training. The lack of finan-
cial resources may remain a constraint
for NGOs wanting to access locally pro-
vided NGO management training. Top-

Early Transition (5-7):

New NGOs survive from grant to grant
and/or depend financially on one (for-
eign) sponsor. NGOs at this stage lack
basic fundraising skills, such as how to
write a proposal. Programs seek to
teach fundraising skills in order to diver-

Mid-Transition (3-5):

NGOs pioneer different approaches to
financial independence and viability.
Some might survive and continue to
grow modestly, by reducing foreign
funding and sticking to a minimal, vol-
unteer-based  operation. Individual
NGOs experiment with raising revenues
through providing services, winning
contracts and grants from municipalities
and ministries to provide services, or
attempting to attract dues-paying mem-
bers or domestic donors. NGOs begin to
pool resources by sharing overhead
costs, such as hiring one accountant for
several NGOs. Efforts are made to sim-

Consolidation (1-3):

A critical mass of NGOs adopt rules on
conflict of interest, prohibitions on self-
dealing and private procurement, ap-
propriate distribution of assets upon dis-
solution, etc., to win potential donors'
confidence. In a conscious effort, the
local NGO sector may lay the ground-
work for financial viability by cultivating
future sources of revenue for the sector.
This might include lobbying for govern-
ment procurement reform for NGO-
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ics of available training cover: legal and
tax issues for NGOs, accounting and
bookkeeping, communication skills, vol-
unteer management, media and public
relations skills, sponsorship and fund-
raising.

sify funding sources. Even with a diver-
sified funding base, donors remain
overwhelmingly international. A de-
pressed local economy may contribute
to this dependency.

plify and/or establish uniform grant ap-
plication procedures undertaken by do-
nors or governmental agencies. A de-
pressed local economy may hamper
efforts to raise funds from local sources.
Training programs accelerate financial
viability by offering strategic planning,
revenue raising and advanced fund-
raising skills through indigenous trainers
and NGO support centers. NGOs begin
to understand the importance of trans-
parency and accountability from a fund-
raising perspective. NGO centers may
provide "incubator" services to decrease
administrative costs for fledgling NGOs.

delivered services, tax reform to en-
courage revenue-generating activities,
providing exposure through NGO train-
ers and NGO support center to suc-
cessful domestic precedents, cultivating
a domestic tradition of corporate phi-
lanthropy, or cultivating international do-
nors. There is also a growing economy,
which makes growth in domestic giving
possible.
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Advocacy

Early Transition (5-7):

Broad umbrella movements, composed
of activists concerned with a variety of
sectors, and united in their opposition to
the old regime fall apart or disappear.
Some countries at this stage have not
even experienced any initial burst of ac-
tivism. Economic concerns become pre-
dominant for most citizens. There may
be an increase in passivity, cynicism, or
fear within the general public. NGO ac-
tivists are afraid to engage in dialogue
with the government, feel inadequate to

Mid-Transition (3-5):

Narrowly defined advocacy organiza-
tions emerge and become politically ac-
tive in response to specific issues, in-
cluding issues that emerge during the
transition: human rights, abortion, op-
portunities for the disabled, environ-
ment, etc. Organizations at Mid-
Transition development may often pres-
ent their concerns to inappropriate lev-
els of government (local instead of na-
tional and vice versa). Weakness of the
legislative branch might be revealed or
incorrectly assumed, as activists choose

Consolidation (1-3):

The NGO sector demonstrates the abil-
ity and capacity to respond to changing
needs, issues and interests of the com-
munity and country. As NGOs secure
their institutional and political base, they
begin to 1) form coalitions to pursue is-
sues of common interest, such as chil-
dren's rights or handicapped care; 2)
monitor and lobby political parties; 3)
monitor and lobby legislatures and ex-
ecutive bodies. NGOs demonstrate the

offer their views and/or do not believe
the government will listen to their rec-
ommendations. NGOs do not under-
stand the role that they can play in "pub-
lic policy" or do not understand concept
of "public policy". Programmatic activi-
ties begin to introduce the importance of
collecting empirical data and first-hand
information in order to share facts rather
than opinions with officials or concerned
citizens.

to meet with executive branch officials
instead ("where the power truly lies.").
Beginnings of alternative policy analysis
are found at universities. The begin-
nings of information sharing and net-
working between NGOs, and the exis-
tence of an NGO support center to in-
form and advocate its needs within the
government may develop. Program-
matic initiatives include training in advo-
cacy techniques, coalition building,
communication techniques, and policy
analysis.

ability to mobilize citizens and other or-
ganizations to respond to changing
needs, issues, and interests. NGOs at
stage three will review their strategies,
and possess an ability to adapt and re-
spond to challenges by sector. A prime
motivator for cooperation is self-interest:
NGOs may form alliances around
shared issues confronting them as non-
profit, non-governmental organizations.
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Service Provision

Early Transition (5-7):

A limited number of NGOs are capable
of providing basic social services--such
as health, education, relief, housing,
water or energy. Those who do provide
such services receive few if any gov-
ernment subsidies or contracts. NGOs
that produce publications, technical
services or research do so only for their

Mid-Transition (3-5):

The contribution of NGOs to covering
the gap in social services is recognized
by government, which may on occasion
subsidize or contract for these “public
goods.” NGOs recognize the need to
charge fees for services and other prod-
ucts—such as publications and work-
shops—but even where legally allowed,
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own members. Attempts to charge fees
for goods and services are limited, and
often fail. The volume of services to the
poor is limited since there is little local
private sector financial support and no
cross-subsidization from services to
better off constituencies.

such fees seldom recover their costs.
The constituency for NGO expertise,
reports and documents expands beyond
their own members and the poor to in-
clude other NGOs, academia, churches,
and government.




Consolidation (1-3):

Many NGOs provide goods and serv-
ices, which reflect community and/or
local donor priorities. Many NGOs pro-
duce products beyond basic social
services to such sectors as economic
development, environmental protection
or democratic governance. NGOs in
several sectors have developed a suffi-
ciently strong knowledge of the market
demand for their services, the ability of
government to contract for the delivery
of such services or other sources of

2000 NGO Sustainability Index

funding including private donations,
grants and fees, where allowed by law.
A number of NGOs find it possible to
cross-subsidize those goods and serv-
ices for which full cost recovery is not
viable with income earned from more
lucrative goods and services, or with
funds raised from other sources.

Infrastructure

Early Transition (5-7):

There are few, if any, active NGO Inter-
mediary Support Organizations (ISOs),
networks and umbrella organizations.
Those that do operate, work primarily in
the capital city and provide limited serv-
ices such as access to computer
equipment, faxes, email and meeting
space. Local training and NGO devel-
opment capacity is extremely limited
and undeveloped. Primarily programs of

Mid-Transition (3-5):

ISOs are active in most major popula-
tion centers, and provide services such
as distributing grants, publishing news-
letters, maintaining a membership data-
base, running a library of NGO litera-
ture, and providing basic training and
consulting services. Other umbrella or-
ganizations are formed to facilitate net-

Consolidation (1-3):

ISOs are active in all areas of the coun-
try and provide advanced training, legal
support and advice, and philanthropic
development activities. Efforts are un-
derway to found and endow community

international donors provide training and
technical assistance. There is no coor-
dinated effort to develop philanthropic
traditions, improve fundraising or estab-
lish community foundations. NGO efforts
to work together are limited by a per-
ception of competition for foreign donor
support and mistrust of other organiza-
tions.

working and coordinate activities of
groups of NGOs. Local trainers have the
capacity to provide basic organizational
training. Donors' fora are formed to co-
ordinate the financial support of interna-
tional donors, and to develop local cor-
porate philanthropic activities.

foundations, indigenous grant-making
institutions, and organizations to coordi-
nate local fundraising. Local trainers are
capable of providing high level training
to NGOs throughout the country.
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Public Image

Early Transition (5-7):

The general public and/or government
are uninformed or suspicious of NGOs
as institutions. Most the population does
not understand the concept of "non-
governmental" or "not-for-profit", includ-
ing government officials, business lead-
ers and journalists. Media coverage may
be hostile, due to suspicion of a free but

Mid-Transition (3-5):

The media generally does not tend to
cover NGOs because it considers them
weak and ineffective. Individual NGOs
realize the need to educate the public,
to become more transparent, and to
seek out opportunities for media cover-
age. Individual local governments dem-

Consolidation (1-3):

This stage is characterized by growing
public knowledge of and trust in NGOs,
and increased rates of voluntarism.
NGOs coalesce to mount a campaign to
win public trust. Widespread examples
of good working relationships between
NGOs and national and local govern-
ments exist, and can result in public-
private initiatives or NGO advisory

uninformed media, or due to the hostility
of an authoritarian  government.
Charges of treason may be issued
against NGOs. Due to a hostile atmos-
phere caused by an authoritarian gov-
ernment, if individuals or businesses
donate to NGOs at all, they do so
anonymously.

onstrate strong working relationships
with their local NGOs, as evidenced by
their participation in advisory commit-
tees, consultations, public-private initia-
tives, and the funding of an occasional
grant.

committees for city councils and minis-
tries. Increased accountability, trans-
parency, and self-regulation exist within
the NGO sector to win public trust, in-
cluding existence of a generally ac-
cepted code of ethics or a code of con-
duct.
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Field Instructions

Although the degree of expert vetting varied somewhat from country to country, the
following instructions, given to USAID field officers for gathering data and drafting a
country report, were followed:

1.

Collect relevant information for each of the seven aspects included in the index and
update your country overview statement.

. Convene a group of 6-10 observers of the sector--drawing on donors, your NGO

assistance implementers, representatives of NGO support centers, and
representatives of the chief sub-sectors, such as women's, environmental, or human
rights groups.

. Share a draft of your updated overview statement with this "NGO Expert" group for its

comments and additions. You may want to have a longer description for your own in-
country usage and a more concise overview statement for our regional document.
Two to four pages (2-4 pp.) per country are more than enough for the regional piece.

. With the NGO expert group discuss each indicator within each dimension, on the

score sheet provided, separately and rate it on the following scale:

(1) The indicator in question is lacking or not implemented/utilized, posing a serious
constraint on NGO sectoral sustainability.

(2) The indicator in question is lacking or not implemented/utilized, constraining the
NGO sector's sustainability to some degree.

(3) The indicator in question is present and implemented/utilized to the degree that it
has a somewhat positive impact on the NGO sector

(4) The indicator in question is present and well enough implemented/utilized to
nurture the NGO sector.

. For each dimension, add up all of the indicator scores — yielding your raw sum.

. Average the indicator scores for that dimension by dividing your working sum by the

number of indicators you scored. Round if necessary to the nearest one tenth. (This
step is necessary, you may notice, because the various dimensions have different
numbers of indicators.)
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7. For each dimension, convert your average score into the final seven-point Index rating
scale by looking it up on the following table:

Average Score Dimension Rating*

3.6t04.0
3.2t0 3.5
2.8 to 3.1
24t02.7
1.9t02.3
1.5t01.8
1.0to 1.4

NO OO~ WN -

*Note: The final index scale, on which the lower the number the “higher” the rating,
inverts the more common sense score sheet scale, on which the lower the number the
lower the rating.

8. After using the four new steps to systematically derive your rating for each of the
seven dimensions of sector sustainability, simply average those ratings to get the final
country Index number. (Note: You may wish to ask those members of your group
whose scores differ markedly with the others' rankings ("outliers") to explain the
reasoning behind their rankings.)

The methodology used by the committee at USAID/Washington to review the Index was
as follows:

1. After USAID field officers of each country submitted a draft report, a member of the
reviewing committee checked each country report for comprehensiveness. A first
round of additions and clarifications were requested.

2. The USAID/Washington committee reviewed the overview statements, and discussed
both the overall and individual sector rankings.

3. Any discrepancy between the field report and committee opinion was forwarded to the
field. Field officers were asked to justify their original rankings.

4. After considering explanations from the field, the committee agreed upon final scores,
which are the basis of this Index.
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